
COKMONWEALTH OF KENTUCKY 

BEFORE TpiE PUBLIC SERVICE COMMISSION 

* * * * * 
En the Matter of: 

RATE ADJUS'JXENT OF > 
DELTA NATURAL GAS ) 
COMPANY > 

CASE NO. 8256 

O R D E R  

IT IS ORDERED that Delta Natural Gas Company shall file 

an original and five copies of the following information with the 

Commission, with a copy to all parties of record, by July 31, 1981. 

Each copy of the data requested should be placed in a bound volume 

with each item tabbed. Where a number of sheets are required for 

an item, each sheet should be appropriately fndexed, for example, 

Item l ( a ) ,  Sheet 2 of 6. Careful attention should be given to 

copied material to insure  that it is legible. For an applicant 

operating exclusively f n  Kentucky, the terms total company and 

Kentucky have identical meanings. Therefore, such an applicant 

should only provide one set of figures where both terms are used. 

The information requested herein should be supplied 

separately for Delta Natural Gas and its subsidiary, Laurel Valley 

Pipeline Company. 

B t r f f  Reauest No. 1 

1, a. In comparative form, a total company income state- 

ment, a statement of changes in financial position 

and a balance  s h e e t  for the test year and the twelve- 

month period immediately preceding the test  year. 



3. 

4 .  

b. A detailed s t a t e m e n t  (show n e t  income) for the 

a p p l i c a n t ' s  Kentucky gas operation for the test 

gear. 

2.  a. A c a l c u l a t i o n  of to ta l  company ave rage  ( t h i r t e e n  

month) and end-of-period d e b t ,  p r e f e r e n c e  and 

preferred s t o c k ,  and  common e q u i t y  c a p i t a l  for 

t h e  test year in t h e  format as shown in Format 

2a  t o  t h i s  r e q u e s t .  

b. A c a l c u l a t i o n  of t h e  ave rage  ( t h i r t e e n  month) and 

end-of-period long-term debt composite interest 

and preferred stock costs for t h e  twelve  months 

of t h e  test year. Suppor t ing  details u n d e r l y i n g  

c a l c u l a t i o n s  should be prov ided .  (The ave rage  

long-term debt composite interest cost is cal- 

c u l a t e d  by d i v i d i n g  the sum of book i n t e r e s t  

accrued on long-term debt and r e l a t e d  amorti- 

zation of d i s c o u n t ,  premium, and i s s u a n c e  c o s t  

by ave rage  long-term debt a6 c a l c u l a t e d  i n  Format 

2a, column e, Line 15). 

List each general office account  (asset, r e s e r v e ,  

and expense accoun t s )  covering the twelve months 

of t h e  test y e a r .  If any amounts were allocated, 

provide a c a l c u l a t i o n  of t h e  factor used  t o  

allocate each mount. 

The f o l l o w i n g  monthly account  b a l a n c e s  and a 

c a l c u l a t i o n  of t h e  ave rge  ( t h i r t e e n  month) 

account  b a l a n c e s  f o r  t h e  test y e a r  for t o t a l  
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company and Kentucky: 

a. 

b. 

C .  

d. 

e. 

f .  

g *  

h. 

i. 

3 -  

k. 

P. 

rn. 

n. 

0 .  

P. 

9. 

r. 

P l a n t  i n  s e r v i c e  (Account 101) 

P l a n t  pu rchased  or sold (Account 102) 

Property held for f u t u r e  use (Account 105) 

C o n s t r u c t i o n  work in progress (Account 107)  

Completed c o n s t r u c t i o n  n o t  classified (Account 106) 

D e p r e c i a t i o n  reserve (Account 108) 

P l a n t  a c q u i s i t i o n  adjustment (Account 114) 

Amortization of u t i l i t y  p l a n t  a c q u i s i t h n  adjustment 

(Account 115) 

Materials and s u p p l i e s  (include all a c c o u n t s  and 

subaccoun t s )  

Ba lance  i n  a c c o u n t s  p a y a b l e  a p p l i c a b l e  t o  e a c h  

accoun t  i n  i above. (If actual is indeterminable, 

g i v e  r e a s o n a b l e  estimate) 

Unamortized inves tmen t  credit - Pre-Revenue A c t  of 

1971. 

Unamortized investment credit - Revenue Act of 1071 

Accumulated d e f e r r e d  income taxes 

Computation and development of minimum cash requirements 
B a l a n c e  i n  a c c o u n t s  payable a p p l i c a b l e  t o  &.IIIOUntS 

i n c l u d e d  in u t i l i t y  p l a n t  i n  service (If a c t u a l  is 

i n d e t e r m i n a b l e ,  give reasonable  estimate) 

Balance  i n  a c c o u n t s  p a y a b l e  a p p l i c a b l e  t o  amounts 

i n c l u d e d  in p l a n t  under construction (If actual is 

i n d e t e r m i n a b l e ,  g i v e  r e a s o n a b l e  estimate) 

Shor t - te rm borrowing 

Interest on short-term bor rowings  (expense) 
-3- 



5. 

6 .  

7 .  

8 .  

Provide the following information for each item of gas 

property held for future use at the end of the test year: 

a. Description of property 

b. Location 

6. Date purchased 

d. Cost 

e. Estimated date to be placed fn service 

f. Brief description of intended use 

Schedules in comparative form showing by months for 

the test year and the year preceding the test year 

the total company balance in each gas plant and 

reserve account or subaccount included in the 

applicant's chart of accounts as shown in Format 6. 

Provide the journal entries relating to the purchase 

of utility plant acquired as an operating unit or 

system by purchase, merger, consolidation, liquid- 

ation, or otherwise since the end of the test period 

in the last rate case. Also, a schedule showing the 

calculation of the acquisition adjustment at the date 

of purchase of each item of gas plant, the amortization 

period, and the unamortized balance at the end of the 

test year. 

The detailed workpapers showing calculations supporting 

all accounting, pro forma, end-of-period, and proposed 

rate adjustments io the rate application to revenue, 

expense, investment and reserve accounts for the test 

year and a complete detailed narrative explanation of 

-4 - 



9 .  

10. 

each adjustment including the reason why each adjust- 

ment fs required. Explain all components used in each 

calculation. Index each calculation to t h e  accounting, 

pro forma, end-of-period, and proposed rate adjustment 

which it supports. 

A schedule  showing 8 comparison by month the total 

company and Kentucky revenue accounts for each month 

of the test year to t h e  same month of the preceding 

year for each revenue account or subaccount included 

in t h e  applicant's chart of accounts. Include appropriate 

footnotes to show the month each rate f n c r e a s e  was 

granted and the month the full i n c r e a s e  w a s  recorded 

in 

a. 

b. 

the accounts. See Format 6. 

A schedule  showing a comparison of the balance in 

the total company and Kentucky operating expense 

accounts for each month of the test year to t h e  

same month of the preceding year for each account 

or subaccount included in the applicant's chart 

of accounts. See Format 6. 

A schedule in comparative form showing t h e  t o t a l  

company and Kentucky operating expense account; 

balance for t h e  t e s t  gear and each of the five 

years preceding the $ e s t  year for each account or 

subaccounts included in the applicant's annual 

report. (FERC Form No. 2, Pages 320 - 325). Show 

the percentage of i n c r e a s e  of each year over t h e  

prfor year. 

-5- 



11. 

e. A schedule of total company Balaries and wages 

for the  test  year and each of the five calendar 

years preceding the test year in the format as 

shown in Format 1Oc to t h i s  request. 

The following tax data for t h e  test  year for total 

company and Kentucky : 

a. Income t a x e s :  

(1) Federal operating income taxes deferred  - 
accelerated tax depreciation 

(2 )  Federal  operating income taxes deferred  - 
other (explain) 

(3) Federal income taxes - operating 
( 4 )  Income credits resulting from prior d e f e r r a l s  

of Federal income taxes 

(5) Investment tax credit net 

fi) Investment credit realized 

(ii) Investment credit amortized - Pre-Revenue 
A c t  Qf 1971 

(iii) Investment credit amortized - Revenue Act 
of 1971 

(6) Provide the i n f o r n a t i o n  in (1) through ( 4 )  

for state income taxes 

(7) Reconciliation of book to taxable income 8s 

shown in Format Ila (7) and a calculation 

of the book federal and state income tax 

expense for t h e  test year using book taxable 

income as the starting point 

-6- 



12. 

13. 

14. 

15. 

16. 

( 8 )  A copy of federal and state income tax 

returns for the taxable year ended during 

the test year including supporting 

schedules (three copies required) 

b. A n  analgsls  of Kentucky other operating taxes in 

the format as shown in Format llb to this request. 

A schedule of total company net income per MCF sold per 

company books for  the&& year and the five years pre- 

ceding t h e  test year .  This data  should be provided in 

the format as shown in Format 12 to this request. 

The comparative operating statistics in Format 13 to 

this request. 

A schedule of total company average gas plant fn service 

per MCF sold by account per company books for the test  

year and the five calendar years preceding the test year. 

This data should be provided in the format its shown in 

Format 14 to this request. 

A statement of gas plant in service per company books 

for the test year. This data should be presented in the 

format as shown in Format 15 to thts request. 

a. A detailed analysis of all charges booked during 

the test period for advertising expenditures. 

This analysis should include a complete breakdown 

of Account 913 - Advertising Expenses, as shown in 
Format 16a attached and further should show any 

other advertfslng expenditures included in any 

other expense accounts. The analysis should be 

-7- 



17. 

s p e c i f i c  as to the purpose of the expenditure 

and the expected benefit ta be derived.  

b. An analysis of Account 930 - Miscellaneous General 

Expenses,for the test period. This analysis should 

show 8 complete breakdown of t h i s  account as shorn 

in attached Format 16b and further provide a l l  

detailed working papers supporting t h i s  analysis. 

As a minimum, the work papers should show the date, 

vendor, reference (i.e. voucher no., etc.), dollar 

amount and b r i e f  description af each expenditure. 

Detailed analysis is not required for amounts of 

less than $500 provided the items are grouped by 

classes as shorn in Format L6b attached. 

c. An a n a l y s i s  of Account 426 - Other Income Deductions 

for t h e  test p e r i o d .  Thi s  a n a l y s i s  should show a 

complete breakdown of this account as shown i n  

attached Format 16c, and f u r t h e r  provide all detailed 

working papers supporting this analysis. As a 

minimum t h e  work papers should s h o w  t h e  date, vendor, 

r e f e r e n c e  (i.e., voucher no., etc.), dollar arnount 

and brief d e s c r i p t i o n  of each expenditure. Detailed 

a n a l y s i s  fs not required for amounts of less than 

$500 provided t h e  items are grouped by classes as 

shown in Format 16c at tached .  

A detailed analysis of contributions ior charitable 

and political purposes ( i n  cash or services), if any, 

recorded i n  accounts other than Account 426. This 

1 
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analysis should i n d i c a t e  the amount of the expenditure, 

the recipient of the contribution and the specific 

account charged. 

18. A statement describing the applicant's lobbying 

activitles and 8 schedule showing the name of t h e  

individual, his salary, and a l l  company-paid or 

reimbursed expenses or allowances and the account 

charged for all personnel for whom a principal 

function is that of lobbying, whether it be lobbying 

on the local, state, or national level. 

19. A schedule showing for the  test  year and the year 

preceding the test year with each year shown separately 

the following information regarding the  applicant's 

investments in subsidiaries and j o i n t  ventures: 

a. N a m e  of subsidiary or joint venture 

b. Date of i n i t i a l  investment 

c. Amount and type of investment made for each of 

t h e  tw5 years included in this schedule. 

d. Balance sheet and income statement for the test 

year and the year preceding the test year. Where 

only  internal. statements are prepared, furnish 

copies of these. 

e. Show on spearate schedule a l l  dividends or income 

of any type recehed by applicant from its sub- 

sidiaries or joint ventures for each of t h e  t w o  

years and indicate  how this income is reflected 

-9- 



20. 

21. 

in the reports filed with t h e  Commission and the 

stockholder r e p o r t s .  

f. Nme of officers of each of the subsidiaries or 

joint ventures, officers' annual compensation, 

and portion of compensation charged to the sub- 

s i d i a r y  or j o i n t  venture. Also, indtcate  the 

positlon each officer holds with the applicant 

and the compensation received from the applicant. 

Provide a detailed analysis of the retalned earnings 

account for t h e 8 s t  period and 12-month period 

immediately preceding the test period. 

Provide the following with regard to uncollectible 

accounts for the test year and five preceding calendar 

years (taxable gear acceptable) for total company: 

a. Reserve account balance at the beginning of the year 

b. Charges to reserve account (accounts charged off) 

c. C r e d i t s  to reserve account 

d. Current year provision 

e. Reserve account balance at t h e  end of t h e  year 

f. Percent of p r o v i s i o n  to t o t a l  revenue 

22. A listing of nonutility property and property taxes 

and account where amounts are recorded. 

23. Rates of return in Format 23 to this request. 

24. Employee data in Format 24 to this request. 

25. A calculation of the  rcte or rates used to capatilize 

interest during construction for t h e  test year and t h e  

three preceding calendar years. Provide a narrative 

-10- 



27. 

28. 

29. 

explanation of each component e n t e r i n g  into t h e  cal- 

culation of this rate. 

26. The i n f o r m a t i o n  as soon as i t  is known, which  would 

have a material effect on n e t  o p e r a t i n g  income, rate 

base, and cost of capital which occurred after the 

test y e a r  and w a s  n o t  i n c o r p o r a t e d  in the f i l e d  

testimony and exhibits. 

A detailed monthly income statement f o r  each month 

after the test period i n c l u d i n g  the month i n  which 

t h e  h e a r i n g  e n d s ,  as they become available.  

a.  Capital s t r u c t u r e  at t h e  end of e a c h  calendar y e a r  

for the p r e v i o u s  ten y e a r s  

b. Capltal structure a t  e n d  of t h e  test period 

(1) C l a s s  of capital 

(2) Amount of each class ($) 

(3) Ratio of e a c h  class t o  t o t a l  (%) 

( 4 )  T o t a l  cap i ta l iza t ion  ($) 

c. Capital structure at end of l a tes t  avaelable quarter 

d. Item 28.a, 28.b, a n d  28.c s h o u l d  include t h e  followfng 

information: 

( I )  Class of capi ta l  

( 2 )  Amount of each class ($)  

( 3 )  Ratio of e a c h  class t o  t o t a l  (X) 

( 4 )  Total capitalization ($) 

a. L i s t  a l l  outstanding issues of long-term debt as end 

of t h e  latest c a l e n d a r  year and at the end of the test 

period. This list should include t h e  f o l l o w i n g  

-11- 



information for each outstanding issue af long-term debt: 

(I) D a t e  of maturity 

(2) Date of issue 

(3) Amount outstanding ($) 

(4 )  Coupon interest rate (%) 

(5) Cost rate at issue (X) 
(6) Cost rate to maturity (%) 

(7) Bond rating at time of i s s u e  (Moody's, Standard & 

Poor's, ete.) 

(8) Type of obligation 

b. Provide calculations of embedded cost of long-term 

debt at t h e  end of each calendar year for t h e  previous 

ten years. Also provide t h i s  calculation for the end 

of the test period. 

30. a. L i s t  a11 outstanding issues of preferred stock a8 of 

end of the Latest calendar year and at the end of t h e  

test period. This list should include the following 

information for each outstanding issue of preferred 

s t o c k  : 

(1) Date of issue 

(2) Amount so ld  ($1 

(3) Amount outstanding ($) 

(4) Dividend rate 

( 5 )  Convertibility features if any 

(6) Cost rate  at iseua ( % I  

b. Provide calculaeions of ernbedded cost calculations of 

preferred stock at the end of each of the prevlous t e n  

-12- 



y e a r s .  Also,  p r o v i d e  t h i s  c a l c u l a t i o n  for t h e  end  of 

t h e  test p e r i o d .  

31. a. Provide a l i s t i n g  of all issues of common stock i n  t h e  

p r imary  market  d u r i n g  t h e  m o s t  r e c e n t  t en -yea r  period. On 

t h i s  list, provide the f o l l o w i n g  i n f o r m a t i o n :  

(1) Date of i s s u e  

(2 )  Number of shares issued 

(3) Date of announcement and r e g i s t r a t i o n  

(4) Price p e r  share ( n e t  to company) ($) 

(5)  Book value per  share a t  t i m e  of issue ($) 

(6)  Selling expenses as % of gross i s s u e  amount 

(7) N e t  p r o c e e d s  t o  company 

( 8 )  Price p e r  above to the public 

c. Provide the following i n f o r m a t i o n  on a q u a r t e r l y  

and y e a r l y  basis for t h e  m o s t  r e c e n t  t en -yea r  period 

available,  th rough  t h e  la tes t  a v a i l a b l e  q u a r t e r .  ( I t e m  5 )  

and (6)  refer to yearly figures o n l y . )  

(1) Average number of shares of common o u t s t a n d i n g  

( 2 )  Book v a l u e  at end of quarter ( y e a r )  

(3) Quarterly (yearly) earnings p e r  s h a r e  

( 4 )  Declared q u a r t e r l y  ( y e a r l y )  d i v i d e n d  rate p e r  share 

(5) Rate of r e t u r n  on a v e r a g e  common e q u i t y  

(6)  Rate of return on y e a r e n d  common equity 

d.  Provide monthly market price figures for  common stock 

for each month d u r i n g  the m o s t  r e c e n t  t en -yea r  p e r i o d .  

Include the following: 

(1) Monthly h i g h  price 

-13- 



32. 

33. 

(2) Monthly low pi-fce 

( 3 )  Monthly closing p r i c e  

( 4 )  Note a l l  s t o c k  s p l i t s  by date  and type  

a .  Provide figures showfng computation of fixed charge 

coverage ratio (SEC Method, PRETAX, including Short 

Term Debt payments) at  t h e  end of each of t h e  ten most 

p r i o r  years .  

A listing of present  or proposed research efforts 

d e a l i n g  wi th  t h e  p r i c i n g  of gas and t h e  current 

status of each efforts .  

Done at Frankfort ,  Kentucky, t h i s  9th day of July,  1981. 

PUBLIC SERVICE COMMISSION 

-%&Ji&-Tua% Chairman 

r .  . 

ATTEST : 

Secretary  
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1. 
2. 
3. 
4. 
5.  
6 .  
7 .  
8.  

9. 
.O . 
1. 
2. 
3. 
b. 
5. 
5. 
1 .  

8. 

. . 

Delta Natural Gas Company 

Commonwealth of Kentucky 

Format 1 b 
Case No. 8256 

NET INCOME PER MCF SOLE 
(TOTAL COMPANY) 

12 Months Ended 
Calendar 'Pears Test 

Operatinn Income 

Operating Expense 
Operating Revenues 

Operst ing Expenses 
Haintenasice Expenses 
Depreciation Expense  
Amortization and Depletion of U t i l i t y  Plant 
Amortization of U t i l i t y  Plant  

Amortfzation of Property Losses 
Amortization of Conversion Expensee 
Taxes Other Than Ineorne Taxes 
Income Taxes - F e d e r a l  
Inome Taxes - State 
Xncune Taxes - Other 
Provialon for Deferred Incane Taxer 
Investment Tar Credit 
Amortfzatian of Investment Tax Credi t  

let Operating Income 
Other Income - Wet 

Acquisition Adj ustrment 

Total Operating Expense8 

Wdse. Job and Contract Works 
I9 Gas Operating ' 

Honoperathg Rental Income 
Interest and Dividend Encame 
Allowance €or Funds Used During 

Hiscellanerne Nonoperatfng Income 
ccmstmceiaa 

Totsf, Other Income 
Tot81 Income 
Xfmcellaneous Income D e d u c t i o n 8  
Income Before hterest Charges 
fntcrset Chargas 

Interest on Long-Term Debt 
Amortization of Debt Discount and E x p e n s e  
Amortizatkin of Premiurn 015 Debt-Credfe 
Other Interest Expense 
Total Interest Charges 

Net Income 
Net Sold 

Year Prior to  Test Year .- 
5th 4th 3rd 2n:1 I8t 
(b) (e) (d) Ce) Cf) (E&) 
- - - - - -  
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Line 
NO. - 

1. 

2. 

3. 

4. 

S. 

6. 

t. 

8 . -  

Rewepaper 

Magazfnes and Other 

Television 

Radio 

Direct Mail 

Sales Aide 

T o t a l  

Amount Assigned to 
Kentucky Retail 

Delta Natural Gas Company 

Case Number 8256 

ACCOUNT 923 - ADVERTISING EXPENSE 

For the 12 Months Ended March 31, 1981 

(Total Company) 

(000' 8 )  

Sales or 
Promotional Institutional Conservation Rate 

Caee Total Advertising Advertising - Advertising 
(b) ( C )  (d) (e) (f) 



D e l t a  N a t u r a l  Gas C o m p a n y  

C a s e  Number 8256 

ACCOUNT 930 - MISCELLANEOUS EXPENSES 

For the 12 Months Ended March 31, 1981 

Line 
No.  - 
I. Industry Assocfation Dues 

2. Stockholder and Debt Servicing Expenses 

3. Inst i tut ional  Advertising 

4. Conservatlon Advertfsing 

5. Rate Department Load Studfes 

6. Director's Fees and Expenses 

7. Dues and Subscriptions 

8. Miscellaneous 

9. ' Total 

10. Amount Assigned to Kentucky 

Amount 
(b) 

.. 



Line 
No. - 

Delta Natural Gas Company 

Case No. 8256 

ACCOUNT 426 - MISCELtANEOUS INCOME DEDUCTIONS 

For the 12 Months Ended March 31, 1981 

(Total Company) 

Case Number 

ACCOUNT 426 - MISCELLANEOUS INCOME DEDUCTIONS 

For the 12 Months Ended 

(000's) 

1. Donations 

2. Civic Acttvfties 

3. Politic81 Actfvfties 

- 4. Other 

5 .  Total 

6 .  Amount Assigned to Kentucky 



Delta Natural Gas Company 

Case No. 8256 

AVERAGE RATES OF REI" 

Line 
NO. - 
1. 

2. 

3. 

4. 

5. 

6. 

7, 

a. 
9. 

10. 

11. 

FOK the Calendar Years 1976Through 1980 and the 12 Month EndedMarch 31, 1981 

Calendar Pears 
Prior to Test Year 

<a) 

Original Cost Wet Investment: 

5th Year 

4th Year 

3rd Y e a r  

2nd Year  

1st Year 

T e s t  Y e a r  

Original Cost common Equity: 

5th Year 

4th Pear 

3rd Y t a r  
5 

t2 2nd Year 

13. 1st Year 

!4, Test Y e a r  

c 

O t h e r  
T o t a l  KY. Retail FERC 

(b) (4 ba <e) 
Retail Jurisdictions Wholesale Company 
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